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HOUSE APPROVES HOUSE-5ENATE AGREEMENT
ON CROP INSURANCE REFORM
For immediate release, Monday, OCt. 3, 1994

WASHINGTON - The House of Representatives approved by voice vote legislation
Monday designed to r~ the Federal crop insurance program to broaden producer
participation and eliminate the need for Congress to consider Mure off-budget crop
disaster bills.
The House approved bill, H.R. 4217, the Federal Crop Insurance Reform Act of
1994, would provide producers with Federally-funded catastrophic risk protection
coverage for crops and incenIivea for the purchase of additional coverage from private
insurers. The bill would aI80 require crop producers to carry at least the catastrophic
protection plan in order to receive USDA farm program benefits.

"This legislation replacee ad hoc disaster payments with a workable risk
management insurance program lhat will provide farmers with a safety net in the event
of natural disasters. It aIIIo puts in place stronger safeguards to pr8Y8l'lt abuse and to
minimize fraud," said House Agriculture Committee Chairman Kika de Ia Garza, D-Texas.
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a House-Senatecompromise on a measure to reorganize USDA. The bill, H.R.

4217, ITlU8t now be c:one!d8red by the Senate.

"WhIe"

package may not be l1li '" had hoped for, winter wheat farmers already
putting 1M .... In the ",ouncI for " . . year'. crop. They need to know what tools will
be available to manage the weather and OCher risks that tfX) often threaten a crop's
success. HopefuIIv, final approval in the Senate will soon be completed and farmers can
get on with their busineIs, and can alsO rest eaier knowing we have broken the cycle
of passing ad hoc disaster programs and the funding uncertainties that accompany
said Rep. Pat Roberts, R-Kan., the Committee's Ranking Minority Member.

them:

Summary of Houae-Senate Agreement on
Federal Crop Insurance Reform Act of 1994

Repeal of ad hoc dlsaater authority: Repeals the authority to designate future ad
crop disaster programs as "emergency" spending under Ipay-gO" budget rules,
making future programs "on-budget' as opposed to "off-budget."

~

Catastrophic Insurance coverage: Establishes a Federally-funded·catastrophic risk
coverage policy for crop losses or prevented planting caused by drought, flood, or
other natural disasters.
•

Indemnifies for crop losses in excess of 50% of normal yield at 60% of the
expected market price; price coverage level drops to 55% of the expected
market price beginning with the 1999 crop year due to budget-scorekeeping
constraints.

•

Requires producers to pay a nominaJ processing fee of $50 per crop per
county to obtain catastrophic insurance coverage; capped at $200 per
producer per county (with a total limit of $600 per producer no matter how
many counties or crops). Waives processing fee for limited resource farmers.

•

Requires participants in the Federal price support programs for tobacco, rice,
cotton, feed grains, wheat, peanuts, oilseed and sugar to obtain at least
catastrophic insurance coverage. Honey, wool and dairy producers are
excluded from the insurance mandate. Requires crop producers participating
in FmHA farm lending programs to obtain catastrophic insurance coverage.

•

Allows producers the option of basing catastrophic coverage on either
individual yield and loss basis or on an area yield and loss basis, if both are
offered by FCIC for the area

Insurance buy-up coverage: Encourages farmers to purchase additional coverage
irom private insurance providers through increased Federai subsidies of buy-up
coverage premiums.
•

Applies a $10 surcharge for each policy with buy-up coverage to help offset
program operation costs.

•

Allows producers the option of basing their buy-up coverage on either an
individual yield and loss basis or on an area yield and loss basis, if both are
offered by FCIC for the area.

Delivery system for new program: Allows farmers to purchase the catastrophic
coverage plan through approved private insurance providers and, at the option of the
Secretary, IocaJ USDA offices. ReqUires that higher levels of insurance coverage be
made available only through private insurers that are reinsured by FCIC.
2

Noninsured crop disaster assistance: Establishes a permanent USDA disaster
assistance program for crops not currently covered by Federal crop insurance, with
eligibility triggered when area-wide losses of the crop due to drought, flood or other
natural disaster exceed 35 percent of normal yield.
•

Provides disaster payments on crop losses exceeding 50 percent at 60 percent
of the expected marke~ price for the commodity; price coverage drops to 55
percent of the expected market price beginning in 1999 (identical to
catastrophic insurance plan).

•

Provides assistance for floriculture, ornamental nursery, turfgrass sod and
Christmas trees, as well as crops grown for industrial purposes.
Combats fraud by requiring that producers provide detailed records of
production costS, acreage and yields to receive assistance, if production of a
crop in a county has increased by more than 100% since 1987.

•

Does not allow a person to receive noninsured assistance and emergency
livestock assistance on the same loss. To be eligible for noninsured assistance,
a producer must report acreage planted or prevented from planting by a date
to be determined by FCIC.

Miscellaneous
•

Requires FCIC to set premiums for its insurance plans at rates sufficient to
reach a goal of an expected loss ratio of 1.075 to 1 by Oct. 1, 1998 (compared
to present target of 1.1 to 1).

•

Reduces reimbursement rate to insurance companies and agents from 31 % of
total premium in 1995 and 1996, to 29"10 in 1997, 28% in 1988 and 27.5% in
1999.. Requires FCIC to reduce regulatory costs over 5 years for companies
and agents to the extent reimbursements are reduced. The bill funds
reimbursement costs for sales commissions in 1995, 1996 and half of 1997.

•

Establishes a 12-member Advisory Committee for Federal Crop Insurance to
monitor program progress and make recommendations on improvements to
the crop insurance program.

•

Creates a Specialty Crops Coordinator position at FCIC.

•

New program becomes effective beginning with 1995 crop year. Allows
producers who obtained insurance coverage prior to Jan. 1, 1995, the option of
obtaining catastrophic insurance during the first six month following enactment.
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